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Accounting and Cost System for a Cigar Manufacturer
An interesting article based on the graduation thesis of John V. Mahony, 
which has been revised for magazine purposes
Cigar costs are likely to be a personal 
rather than a professional matter with 
the accountant in this northern clime. 
Still, one never can tell—a job might 
come along in which the difficulties 
common to all cost work would be 
alleviated by good tobacco furnished by 
the client at wholesale or even (happy 
thought) gratis. At any rate, it is inter­
esting to note the application of the 
general principles of cost finding to the 
work of the cigar manufacturer. There­
fore, we advise the careful reading of 
Mr. Mahony’s thesis, which follows.— 
The Editor.
THE manufacture of cigars presents many interesting accounting features peculiar to this branch of our industrial endeavors.
Aside from the usual cost systems and accounting 
and bookkeeping procedures found in a manufac­
turing concern, a highly developed method of col­
lecting internal excise taxes by our Government 
must be considered—a method which very closely 
coordinates with the manufacturer’s accounts. To 
determine and state inventories accurately and 
to record correctly the amounts of tobacco going 
through the manufacturing process, it is necessary 
to distinguish between wet and dry weights and 
to make allowances for the percentage of moisture, 
which varies greatly in the many types of to­
bacco that are ordinarily used. In order to fully 
describe the procedures, a short description of the 
manufacturing steps and production methods 
found in a manufactory producing hand-made 
cigars will be given.
In the production of cigars, the processes are 
divided into four departments, namely: the 
tobacco preparation department, the cigar de­
partment, the packing department, and the 
shipping department. The cost records are divided 
into these departments, and the unit of produc­
tion in the cigar department is the grade of cigars 
produced. As many as thirty grades may be 
produced at the same time in a large factory.
In the packing and the shipping departments, the 
unit is subdivided into the particular brands or sizes 
packed and shipped. The details will be explained 
in connection with the description of the cost 
system.
The tobacco is divided into three different kinds: 
the wrapper, which is the outside covering; the 
filler, which is the tobacco contained in the cigar; 
and the binder, which holds together the filler in 
order that it may be wrapped. Cigars are now 
being manufactured by machinery, although it is 
a comparatively recent process. Not many years 
ago all cigars were made by hand, and today the 
greater number are still made that way. The 
packing of the cigars in the various containers is a 
trade and requires experienced help. The banding 
of cigars was formerly a hand operation but in 
recent years has been replaced by a very efficient 
machine.
All of these various steps, from the purchasing of 
the raw material to the mailing of the invoice for 
a sale and the resultant entry must be accounted 
for and displayed before the management in the 
form of figures and statements, and an efficient 
cost system must be maintained to determine the 
manufacturer’s true profit return.
Bookkeeping Records and Accounts 
Necessary
At each manufacturing plant a fairly complete 
set of bookkeeping records is maintained, consisting 
of factory ledger, factory journal, factory voucher 
register, check book, in which cash records are 
kept, tobacco stock ledger, tobacco-in-process 
ledger, cigar stock ledger, packing material ledger, 
shipping supplies record, and factory supplies 
record. A book is also kept for the U. S. Govern­
ment, in which is recorded all purchases and sales 
of tobacco, cigar production and sales, and the 
purchases and quantities used of revenue stamps.
The factory ledger contains first the following 
accounts:
Factory Machinery & Equipment
Factory Cash
Factory Petty Cash
Tobacco Stock Ledger Control
Tobacco-in-Process Record Control
Tobacco Expense
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Labor on Tobacco, Direct
Labor on Tobacco, Indirect
Tobacco Department Overhead
Factory Supplies Record Control
Packing Material Ledger Control
Shipping Supplies Record Control
General Factory Overhead
Salaries & Factory Management
Revenue Stamp Stock
Prepaid Taxes on Factory, Machinery & Equip­
ment
Prepaid Insurance
Prepaid Rent
Reserve for Depreciation, Factory, Machinery 
& Equipment
It also contains the following production and cost 
accounts:
Cost of Tobacco Used on Cigars
Direct Labor, Cigar Department
Indirect Labor, Cigar Department
Cigar Department Overhead
Direct Labor, Packing Department
Indirect Labor, Packing Department
Packing Department Overhead
Packing Material Used
Direct Labor, Shipping Department
Indirect Labor, Shipping Department
Shipping Supplies Used
Shipping Department Overhead
Revenue Stamps Used
Cost of Production
Cigars “Loose”
Cigars “Packed”
In addition, there is a general ledger control 
account, vouchers payable account, and other 
various accounts which have no bearing upon cost 
procedures. This will give a fairly good illustration 
of the records and accounts which are maintained 
and will tend to clarify the entries which will be 
given in connection with the cost procedures.
Bookkeeping Procedures
As material is received for the various depart­
ments, entries are made in the receipt book as to 
shipper, point of shipment, quantity, and descrip­
tion of material, and by whom delivered. As the
invoices are received, they are compared with the 
entries in the receipt book, and if correct, are 
entered in the voucher register and distributed to 
the proper asset or expense accounts. Invoices 
for tobacco, packing material stock, shipping room 
supplies, and factory supplies are posted to the 
detailed accounts in the various subsidiary ledgers 
and records. Analysis sheets are kept for the 
purpose of distributing invoices that are posted 
direct to the various production and expense ac­
counts, such as general factory overhead, cigar 
department overhead, and the like.
Pay-rolls are figured weekly for the various 
departments, and a voucher is made out for the 
total amount, analyzed as to direct and indirect 
labor for the various departments. Analysis 
sheets are also kept on which a distribution is made 
for each department of the direct and indirect 
labor charges. If the end of the week does not 
fall on the same day -as the end of the month, the 
voucher register is not closed until after the total 
of the pay-roll is determined and the proportion 
applicable to the current month ascertained. A 
voucher is made out for this amount and entered 
into the voucher register and on the analysis 
sheets.
The original packages of tobacco are stored in a 
leaf stock department. In the tobacco stock 
ledger, every page of which is ruled as in the illus­
tration given (Form 1), a detailed record of each 
case or bale of tobacco received is kept by the office. 
The number of the case or bale and the weight is 
entered. In most cases the total value only of 
a purchase is entered, but in the instance of wrapper 
type tobacco, the value of each bale varies, and is, 
therefore, entered separately. As the tobacco is 
withdrawn for preparation, a form is sent to the 
office showing the grade and case or bale number. 
These forms are posted to the credit side of the 
tobacco stock ledger from day to day during the 
month, and a notation is placed opposite the entry 
on the debit side, showing the date withdrawn.
Daily reports are sent to the office from the 
cigar department, showing the total number of 
cigars produced for the day, separated by grades, 
each of which has a formula number. The em­
ployees of the cigar department are paid on the
GRADE T. N. Filler
Dr. Received Used Cr.
Date CaseNumber
Net Billed
Weight Value Date
Case
Number
Net
Weight Value
. . . .
Form 1, Tobacco Stock Ledger
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piece-work basis, and a record is kept in the time 
book for pay-roll purposes. The daily totals in 
this book agree with the total production reported 
to the office. A copy of the production report 
is routed to the packing department with the 
cigars.
Each day the packing department reports to the 
office the total number of cigars packed and 
banded and the various brands and styles of pack­
ing into which they were packed.
Shipping orders are received from the home 
office in duplicate. One copy being kept in the 
office and the other routed to the packing depart­
ment. When an order is to be shipped, the cigars 
are removed from stock and sent to the shipping 
department to be stamped and boxed for shipment. 
The shipping order is routed with the cigars. 
When the shipping department delivers the ship­
ment to the truckman, the shipping order is 
routed to the office, and an invoice is rendered to 
the customer direct from the factory. The dupli­
cate shipping order is removed from the office file 
and forwarded to the home office with two copies 
of the invoice. The original shipping order is 
placed on a file. A daily recapitulation of the 
invoices rendered for cigars shipped is forwarded 
to the home office with the duplicate invoice.
The production, packing and banding reported 
and the shipping orders are entered in the cigar 
stock ledger (Form 2) every day. This ledger is 
ruled so that daily inventories of loose cigars by 
grades, packed cigars by brands and size of pack­
ing, and totals can be determined. No values 
are entered in this record. Daily entries are also 
made in the U. S. Government record.
Cost-Finding Procedures and Methods
Costs of production are determined monthly 
on the basis of physical inventories, and the 
methods of arriving at the various inventories will 
now be discussed. At the close of the month, 
more specifically, during the afternoon of the last 
day, the physical counts are taken. In the 
tobacco stock department, the unissued cases or 
bales of tobacco are tabulated on an inventory 
sheet from the tobacco stock ledger and checked
with the actual stock in this department. If 
correct, they are priced and entered, the difference 
between the inventory and the debit side of the 
ledger will be the amount withdrawn. The loose 
tobacco on hand which has not been manufactured 
into the form of cigars is also inventoried, separated 
by grades. Inventories of cigars, loose and packed, 
are reported to the office and checked with the 
last daily inventory figures shown in the cigar stock 
ledger, and the shortages are deducted from the 
production for the last day. Physical inventories 
are also taken of by-products, packing material, 
factory supplies, • and shipping room supplies. 
Account is taken of the revenue stamps on hand 
and checked with the balances shown in the 
Government record.
The next step is to secure all invoices applicable 
to the month just closed and post them to the 
voucher register and the various analyses sheets. 
We are then ready to close the voucher register. 
All columns are footed and the analyses sheets are 
totaled, recapitulated, and proved against the 
totals in the voucher register. The closing of the 
voucher record forms the basis of a journal entry, 
which follows:
Sundries
To Accounts Payable.................................................. $xx
For purchases, etc. during the month, as recorded
in Voucher Register.
Tobacco Stock Ledger Control............................ $xx
Tobacco-in-Process Record Control. .............. xx
Tobacco Expense...........................................  xx
Labor on Tobacco, Direct.................................... xx
Labor on Tobacco, Indirect......... ................... xx
Tobacco Department Overhead......................... xx
Factory Supplies Record Control...................... xx
Packing Material Ledger Control...................... xx
Shipping Supplies Record Control...................... xx
General Factory Overhead.................................. xx
Salaries & Factory Management........................ xx
Revenue Stamp Stock.............   xx
Prepaid Taxes on Factory, Machinery &
Equipment.......................................................... xx
Prepaid Insurance................................................. xx
Prepaid Rent..........................   xx
Direct Labor, Cigar Department............ xx
Indirect Labor, Cigar Department.................... xx
Cigar Department Overhead......................  xx
Direct Labor, Packing Department.................. xx
Indirect Labor, Packing Department............... xx
P-184-R October. 1924
Loose Noname Nonesuch
Perfected 13 /20 Perfected 2 Bbl. /10
Date Man. Packed Inventory Packed Shinned Inventory Packed Shinned Inventory
Inv. 100000 10000 15000
1 10000 5000 105000 5000 10000 5000 5000 10000
2 12000 10000 107000 5000 10000 5000 10000 5000
3
4
5
6
7
8  
Form 2, Loose and Packed Cigar Stock Book
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Packing Department Overhead.......................... xx
Direct Labor, Shipping Department................. xx
Indirect Labor, Shipping Department.............. xx
Shipping Department Overhead........................ xx
Cost Determination Procedures
  The first step to be taken in the order of cost 
procedure, is to distribute the general factory- 
overhead to the various departmental overhead 
accounts. Before this step is taken, however, it 
is necessary to determine the value of factory 
supplies used, which amount is to be charged to 
general factory overhead.
A physical inventory of the factory supplies 
was taken at the close of the month, and the in­
ventory quantities are entered on the credit side 
of the accounts in the factory supplies record, the 
difference being the quantities used. The inven­
tories are priced at the last purchase cost, and the 
difference in value is considered the cost of the 
supplies used. These values are totaled, and a 
journal entry made transferring the amount to 
general factory overhead.
The general factory overhead is apportioned to 
the departmental overhead accounts on the basis 
of direct labor dollars in each department. The 
totals are shown in the following accounts:
Labor on Tobacco, Direct
Direct Labor, Cigar Department
Direct Labor, Packing Department
Direct Labor, Shipping Department 
These are added and the sum divided into the 
total general factory overhead. The percentage 
obtained is multiplied by the individual figures, 
giving the amounts to be transferred to the various 
departmental overhead accounts.
The next step is to apportion the amount in the 
salaries and factory management account to the 
various indirect labor accounts. This is done on 
the same basis as above. Illustrative journal 
entries will later be given for these procedures.
Cost of Tobacco Used
The procedures necessary to determine the cost 
of the tobacco used will now be discussed. From 
the postings made during the month to the tobacco 
stock ledger, the figures showing the quantity of
tobacco withdrawn are obtained, and also the 
value.
Tobacco Stock Ledger
The total quantity and value withdrawn is 
obtained by adding the figures in the tobacco stock 
ledger, and a journal entry is made, Tobacco-in- 
Process Record Control to Tobacco Stock Ledger 
Control.
Tobacco-in-Process Record
The discussion now leads to transactions and 
entries in the tobacco-in-process record (Form 3). 
This is a form of an unusual type, and a diagram 
is given illustrating the ruling and wording.
The various grades of tobacco that appear in 
the tobacco stock ledger likewise are given columns 
in the tobacco-in-process record, with columns for 
total wrappers, total binders, total fillers and total 
tobacco. Following down the page we find lines 
provided for inventory first of month, withdrawn 
from stock, purchased, total, less sales, less inven­
tory end of month, gross used, tobacco expense, 
tobacco labor, tobacco department overhead, less 
by-products, and total net cost of tobacco used.
The quantity and value of each grade of tobacco 
withdrawn during the month is entered on the 
second line which is titled “withdrawn from stock,” 
and is subtotaled across the page as to wrappers, 
binders, and fillers in the columns provided. These 
three totals are then recapitulated into a grand 
total. This total should agree with the amount 
debited to Tobacco-in-Process LedgerControl in the 
journal entry crediting Tobacco Stock Ledger 
Control.
If the voucher register journal entry contains 
a debit of Tobacco-in-Process Control, the details 
of the purchase are obtained from the voucher, and 
an entry is made on the third line in the proper 
column, subtotaling and recapitulating as before. 
The first three lines are now brought down to a 
total. Any sales of tobacco-in-process are entered 
on line five. The inventories of loose tobacco, 
which were submitted to the office at the close of the 
month, are entered on the sixth line. In order that 
they may be valued, the average prices per pound for
(Continued on page 74)
______________________________19_______
Form 3, Tobacco-in-Process Record
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Grade of Tobacco Sumatra Porto Rico Total Wrapper Etc.
1 Inv. 1st Mo.
7 Withdrawn from St’k
3 Purchased
4 Total
5 Less Sales
6 Less Inv. End Mo.
7 Gross Used
8 Tobacco Expense
9 Tobacco Labor
10 Tobacco Dept. Over’d
11 Less By-Products
12 Total Net Cost 
of Tobacco Used
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Personal Development
A talk on Personal Development, delivered by Homer S. Pace, C.P.A., before the 
New York Chapter, National Association of Cost Accountants
THE development of personal vocational ability is the common objective of employed persons and of evening school students. Vocational 
ability is the ability to get work results.
Classes of Mental Operations
Work results depend upon three classes of mental 
operations, that is to say:
First, there is the mental operation of fact­
receiving. By means of the various senses, 
particularly by means of sight and hearing, the 
individual acquires facts and information of all 
kinds. He observes the relation between causes 
and results in his work and in the work of others; 
he acquires information by means of printed texts 
and pictures; and he also hears of the experiences 
of others. Aside from facts collected by means of 
sight and hearing, he acquires facts by the use of 
the senses of touch, taste, and smell. Innumer­
able facts, useful and non-useful, are thus ac­
quired. Many of the facts serve an immediate 
purpose, and many are stored in the cells of 
memory for possible future use.
Second, there is the operation of judgment­
forming. On the basis of facts acquired by one 
means or another, conclusions are reached that 
guide actions. If a child burns its hand, the fact 
of the pain and injury leads to the conclusion that it 
is undesirable to touch fire; and if the memory is 
sufficient to keep the conclusion fresh in mind, the 
injury will not be repeated except by accident. 
Every individual is constantly forming conclusions, 
which, generally speaking, lead to rules that govern 
action.
Third, there is the operation of acting—the 
mental direction to the body to take definite action 
on the basis of the facts acquired and conclusions 
reached by the other portions of the brain. Facts 
are gathered about a particular thing, a judgment 
is reached, and action is taken on the basis of the 
judgment.
Briefly, the ordinary cycle that must be con­
sidered for vocational purposes consists of the 
gathering of facts, the forming of conclusions, and 
the doing of things. When these three general 
mental operations are properly balanced and 
coordinated, and when they are supported by 
moral qualities, there is a satisfactory work per­
formance and development. The defective per­
formance of any one of the functions interferes 
seriously with self-development and vocational 
progress.
Adjustment of Natural Abilities
The primary vocational consideration is for the 
individual to obtain a satisfactory relationship 
between his natural qualities or tendencies and the 
work that he is to perform. I do not mean by 
this that it is practicable or possible to determine 
with absolute precision the exact subdivision of 
organization work that an individual is to perform 
in the complex affairs of industrial and commercial 
life. Many positions call for duties of a low grade 
and routine character, and while it may be that 
different individuals will not fit into the task with 
the same degree of comfort to themselves, it is 
often possible that there is no profit to an employer 
in attempting to make a very fine adjustment. 
When, however, we consider tasks of a more 
special or complicated nature, we must have regard 
to the adjustment of natural abilities to the 
character of the task.
We can see the application of this principle if we 
consider the so-called “white-collar” jobs that are 
found in the administrative work of a corporation. 
Generally speaking, these jobs may be considered 
in two principal groups—those of a technical nature 
that require the performance of duties related to 
specific detail, such as the duties incident to engi­
neering, accounting, bookkeeping, stenography, 
correspondence, drafting, indexing, filing, and the 
like. Each of these occupations requires accuracy 
and a certain natural aptitude for order and ar­
rangement. There are many distinctions that 
should be made within this classification, because 
there is a wide divergence as to the natural abilities 
required in these technical callings. The general 
classification, however, is sufficient—positions of 
this type in business may be classified as requiring 
technical ability.
The other classification includes those positions 
that are more directly dependent upon an intuitive 
understanding of the states of mind of other people 
—positions that are ordinarily of a marketing char­
acter—selling, advertising, promoting, and the 
like. The natural abilities best suited to such 
work are most often found in persons whose 
emotional qualities are greater than the emotional 
qualities of those who naturally work upon more 
specific and technical matters. It is not at all an 
essential of good salesmanship that the salesman 
should be able to make out an accurate expense 
statement, but the fact remains that many a good 
salesman is worried more about the detail of making 
his reports than he is about the work of making 
his sales. Specific, detailed workers, in whom the
Pace Student
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habit of accuracy is inherent or developed, do not 
naturally create the conditions upon which sales 
to a considerable extent depend.
I shall not pursue further the matter of voca­
tional diagnosis. It is sufficient to bear in mind 
that individual development can not be expected 
if the individual is in a kind of work which is 
fundamentally distasteful to him, and which imposes 
a handicap greater than that under which others 
in the same line of work are laboring.
Let us assume, therefore, that the typical indi­
vidual whom we have under consideration is measur­
ably well adapted, so far as natural abilities are 
concerned, to the position in which he finds him­
self. We must then inquire into his capacity to 
receive facts and ideas, his ability to form sound 
conclusions, and, finally, his ability to get his 
facts and conclusions into productive action.
Many individuals are seriously handicapped by 
their inaccuracy in obtaining facts. Such an 
individual may think that he has facts which, in 
truth, he does not have. He may have a particular 
fact accurately in his mind, and he may neglect to 
obtain sufficient related or supporting facts to 
justify a conclusion or generalization on which to 
base action. A bookkeeper may cause a bill to be 
paid on the basis of thinking that the goods were 
received in good order when, as a matter of fact, 
the goods were not received in good order. A 
stenographer may use an address which she thinks 
is accurate, but which is found to be incorrect. 
An executive may err in placing an order for 
materials or in fixing a selling price because of the 
use of erroneous data. Contracts are often defec­
tive because of a lack of facts as a basis at the time 
they are drawn, and they are often misinterpreted 
because of a lack of care in reading their provisions. 
Everywhere there is evidence of the lack of ability 
to ascertain facts.
If the individual, therefore, is weak in this 
particular capacity, and that fact is discovered by 
his superior or by himself, steps should be taken 
to correct the weakness. One of the best methods 
of correcting this weakness is found in proper 
courses of study.
Study Highly Beneficial
You are familiar with the work that is being 
done by various organizations throughout the 
country in the matter of instructing their own 
employees. Many of these courses of instruction 
are concerned, specifically, with the duties of the 
various positions filled by the employees, while 
other courses are of a more general nature and are 
intended, not only to increase the knowledge of 
specific facts and ability to acquire facts, but to 
develop the reasoning power of the individual 
student. A general mental improvement is aimed 
at, as well as increased facts and knowledge about 
the duties of the various positions.
There is an interesting psychological fact about 
educational work of this kind that may be new to 
some of you. If the mind of an employee is 
whole-heartedly engaged in study that relates more
or less directly to the duties of his work, he natu­
rally takes the position of a learner. The very fact 
of his study indicates that his attitude is not one 
of being all wise with respect to his work, and 
certain cells of the brain, which we may call the 
cells of receptivity, are opened to the reception of 
new ideas and facts of various kinds. The human 
brain, fortunately, can not be turned off and on like 
a water faucet, and the brain that is thus brought 
into a receptive condition retains its receptivity 
during the hours of work. The most important 
result of such study is the development of this 
receptive attitude of mind, which brings to the 
day’s work a new interest as well as increased 
ability and production. It is not, after all, so much 
what is learned in the class hours as it is a matter 
of what is learned and accomplished by reason of 
the increased receptivity of the mind during work.
We may safely generalize, therefore, that courses 
of study, whether undertaken as an organization 
matter or undertaken by employees during their 
own leisure, provided such courses of study have 
some relation to the regular work activities of the 
individual, are highly beneficial, not only in self- 
development, hut in that closely related matter, 
the production of the individual in his routine 
duties.
Mere study, however, unless it is well chosen and 
related to vocational activities, does not neces­
sarily mean development or even improvement. 
The ability to play a mandolin is desirable, no 
doubt, from the social viewpoint, and the hours of 
practice necessary to develop an ability in this 
respect may be productive from the viewpoint 
of recreation, but such study would not ordinarily 
have any appreciable bearing on the kind of self­
development that we are talking about. Mere 
recreation in the leisure hours of an individual will 
hardly answer in these days when the men who are 
moving ahead toward the more important responsi­
bilities are not only willing, but actually eager, to 
devote their leisure time to hard driving on sub­
jects directly related to vocational and business 
success.
All the facts in the world are not likely to be of 
use to the individual of poor judgment—the person 
who does not reach the right conclusion when the 
facts are all before him. A considerable number 
of persons have that desirable quality that we call 
“good judgment” or “common sense,” and often­
times, regardless of formal processes of education, 
they are able to exercise this ability and, therefore, 
are likely to be successful. Usually, the possession 
of such qualities is due to mental development 
derived from the study of the relation of effects to 
causes, most often, perhaps, in courses of study. 
This development may be secured, however, and 
often is secured, by a man who is relatively illiter­
ate. The most that one can do, aside from the 
processes of analyzing the results of his own work, 
is to study those subjects, such as law, mathe­
matics, and accounting, by means of which a logical 
procedure of thinking is established. Strangely 
. enough, the habit of logical thinking may be
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developed in a science without developing judg­
ment qualities of commercial value. The professor 
of mathematics may be entirely unable to reach a 
logical conclusion with respect to the small affairs 
of practical business life. A lawyer’s judgment, 
however, and notwithstanding his lack of participa­
tion in commercial affairs as such, is likely to be 
sound. The reason for this condition is that the 
legal judgment is based pretty much upon 
human factors, while the mathematical reasoning 
is not. The judgment-forming ability, however, 
is necessarily dependent upon facts, and many an 
individual who has good judgment exercises it to 
poor effect because of his inability to acquire all of 
the facts that should receive consideration.
One may have the ability to obtain facts and the 
ability to reason well, and still be unable to trans­
mute facts and ideas into results—the will-power 
must be exercised to give vocational focus to con­
clusions. The lack of this ability is perhaps much 
more common than the lack of the other abilities 
that I have discussed. Many an individual knows 
what he should do and still is entirely unable to 
do it. If, on the other hand, this ability is very 
strong, and the fact-gathering and judgment­
forming abilities are weak, the will-power will drive 
these weaker abilities into line. An aggressive, 
energetic man, even though he is limited intellec­
tually, will usually outrun the man with excellent 
intellect who is weak in the matter of decisive 
action.
Modem organization, in which the chief and 
principal burdens of individual initiative and 
aggression are carried by a very few instead of by 
the great mass of the employees, leads to the 
atrophy of this quality. The able young man who 
fits into a position more or less routine in its 
character in a large business office, is not gaining 
the same development of his will-power as the 
young man who undertakes something on his own 
initiative, whether it be farming or running a 
store or conducting a law or medical practice. 
The organization is there to lend him support, 
above and below and on each side. The work is 
there for him at 9:00 o’clock, and within certain 
limitations, if he falters or does not fully perform, 
the results are taken up by those around him. 
He does not step outside of his narrow routine, 
and usually he does not even remotely consider 
the problems of selling, or of extending facilities, 
or of competition—problems that engage the atten­
tion of a few people who are concerned with these 
major problems.
The environment in which the individual lives, 
at least under city conditions, is also conducive to 
weakness of will-power. He usually does not build 
his own fires, pump his own water, raise his own 
vegetables, or milk his own cows. Shelter, food, 
clothing, transportation—all these things are 
provided for him by the aggressive action of other 
people, little more being required of him than the 
passing along of the money that he receives for his 
contribution to the work of some large organiza­
tion.
Notwithstanding all of the mechanism of organi­
zations, many people must have aggressive ideas, 
must take decisive action, must force their opinion 
and views upon other people. The problem of 
ultimate success—the success that lies along the 
line of proper and satisfactory vocational advance­
ment—is dependent very largely upon this great 
quality of will-power.
As a specific matter, each of us can develop 
measurably in this respect by inducing the habit 
of immediate action with relation to everything 
that can be acted upon promptly. Too many of 
us are prone to push matters back on the theory 
that later we shall have more time and be able to 
make a better decision. Usually, we have no 
more facts when we finally decide a matter, and our 
postponement, more often than not, is due to a 
mental disinclination to exert ourselves to the 
point of reaching a decision. In the best type of 
executives, this faculty of will-power runs high, and 
these men snap off their decisions, hundreds of them 
a day if necessary, one after the other, without 
postponements of the type I have indicated. One 
can secure practice with respect to this matter in his 
own affairs without looking far afield, and the 
persistent habit of quick, snappy decisions will do 
more to develop will-power than anything else of 
which I have knowledge.
Moral as Well as Mental Qualities
Summing up, we should recall the relationship 
that should be established between natural abilities 
and the work to be done. With this relationship 
established, and a suitable work opportunity in 
hand, the individual should review his own personal 
equipment as to his fact-gathering ability, his judg­
ment-forming ability, and his power to decide and to 
act. The fact-gathering and the judgment-form­
ing ability, generally speaking, can be developed 
by the use of leisure time in suitable courses of 
study and by coincident care in work performance 
and in applying the principles obtained by study. 
Finally, and most important of all, if the will-power 
is deficient, careful, consistent work-performance 
over long periods is necessary for the strengthening 
of this quality upon which the proper use of the 
other mental qualities is so largely dependent.
All of these qualities—fact-gathering, judgment­
forming, and will-power—mean nothing without 
the support of moral qualities. I say this because 
intellectual powers can be used for the counter­
feiting of bills, as well as for the legitimate produc­
tion of goods. Unless the intellect of the individual 
is to be used productively, constructively, on behalf 
of the community, as well as on behalf of himself, 
we may ultimately find ourselves in the position of 
a nation choosing to use its great powers for evil 
rather than for good. The moral qualities, which I 
so incidentally assumed in the first instance, are, 
after all, the fundamental ones. Let us base our 
development on the bed-rock of moral principles— 
the heritage that has come to us by reason of the 
right thinking and right acting of generations of 
ethical and religious teachers.
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Pace Alumni Association
First Officers and Board of Governors and Reproduction 
of Articles of Association
A SERIES of informal luncheons and meetings held in New York during the past year has resulted in the 
organization of the Pace Alumni Asso­
ciation. At a meeting held on February 
25, articles of association were presented 
and adopted; and at a later meeting, 
held on March 21, the first officers, elected 
to serve until March, 1926, were chosen. 
Henry E. Mendes, C.P.A., of the firm 
of Touche, Niven & Company, New 
York, and one of the best-known prac­
ticing accountants of New York, was 
elected the first president of the asso­
ciation.
The other officers are Arthur S. Swen­
son, first vice-president, John H. Bulin, 
second vice-president, and Frederick M. 
Schaeberle, executive secretary. The 
first Board of Governors, consists of the 
following members:
To serve until the third Saturday 
in September, 1925: Mortimer R. 
Herrmann, George E. Kirby, Henry E. 
Mendes, Ethel M. Noden, Irving 
Spenciner, William C. Talley, and 
Alfred F. Upson.
To serve until the third Saturday 
in March, 1926: Karl Aal, Charles T. 
Bryan, James F. Farrell, Mrs. Florentine 
D. Goodrich, Ralph G. Lowe, Arthur S. 
Swenson, and Mr. Oscar J. Youngberg.
Although organization has been ef­
fected in New York, it does not obtain 
that membership in the association is 
limited to graduates of Pace Institute, 
New York. Graduates of other resident 
schools conducted by Pace Institute, 
graduates of affiliated schools conducting 
Pace Courses, and students or former 
students who have passed the American 
Institute or C. P. A. examinations are 
eligible for membership.
The articles of association, which set 
forth the object, by-laws, and other 
incidents of organization, follow:
Articles of Association 
I Name
This Association shall be known as the 
Pace Alumni Association.
II. Objects
The Pace Alumni Association shall be 
conducted in perpetuity for the following 
purposes:
(a) The promotion of the social, 
educational, and professional interests 
of the graduates of Pace Institute and 
affiliated schools.
(b) The encouragement and support 
of the educational work of Pace Institute 
and affiliated schools.
(c) The promotion of the interests of 
accountants engaged in the public and 
private practice of accountancy.
(d) The encouragement of accoun­
tancy education in general, and the 
development of a technical literature in 
accountancy.
III. Membership
Membership shall be limited to the 
following:
(a) Graduates of the Accountancy and 
Business Administration Course of the 
resident schools in accountancy con­
ducted by Pace Institute.
(b) Graduates of schools, affiliated 
with Pace Institute, that are conducting 
the Pace Course in Accountancy and 
Business Administration, provided such 
schools are accredited as maintaining 
standards substantially equivalent to 
the standards of Pace Institute.
(c) Present or former students of 
Pace Institute and affiliated schools 
who are in good standing, and who 
have obtained the certificate of certified 
public accountant or membership or 
associate membership in the American 
Institute of Accountants.
(d) Members of the faculty of Pace 
Institute and of the faculties of ac­
credited affiliated schools giving the 
Pace Course in Accountancy and Busi­
ness Administration.
(e) Men and women who have 
rendered distinguished services in ac­
countancy and accountancy education. 
Members in this class shall be known 
as honorary members, and may be 
elected only by the unanimous vote of 
the members present at a regular or 
special meeting of the Association.
IV. Meetings
The Association shall hold two regu­
lar meetings each year, the first to be 
held on the third Saturday in March 
and the second to be held on the third 
Saturday in September. Special meet­
ings may be held upon call of the 
President, upon call of the Board of 
Governors, or upon call signed by 
twenty or more members.
V. Management
The management of the Association 
shall vest in a board, known as the 
Board of Governors, which shall consist 
of fourteen elected or appointed mem­
bers, ten of whom shall be chosen from 
the membership at large, and four of 
whom shall be chosen from the faculty 
of Pace Institute, and each of whom, 
except as hereinafter provided with 
respect to the initial members of the 
Board, is to hold office for the term of 
one year.
The temporary presiding officer of 
the general meeting of Pace graduates 
held on February 28, 1925, shall nomin­
ate and appoint the first Board of 
Governors in the following manner:
Seven members of the board shall be 
appointed to serve until the third 
Saturday in September, 1925; and seven 
members shall be appointed to serve 
until the third Saturday in March, 1926.
At each of the two regular meetings 
to be held on the third Saturday of 
March and on the third Saturday of 
September of each year, beginning 
with the meeting to be held on the 
third Saturday in September, 1925,
seven governors shall be elected as suc­
cessors to the governors whose terms 
expire.
Each governor shall hold office until 
the expiration of his term or until his 
successor shall be duly elected.
The Board of Governors shall have 
power to appoint governors to fill 
vacancies that arise from reasons other 
than the expiration of regular terms of 
office, subject to the provision that the 
personnel shall at all times include ten 
members chosen from the general 
membership and four members chosen 
from the faculty of Pace Institute.
The Board of Governors shall have 
power, in the event of the resignation 
or inability of any officer of the Associa­
tion to perform his duties, to elect a 
successor, who shall serve during the 
unexpired portion of the term.
The Board of Governors shall be 
vested with the power and charged with 
the duty of managing the affairs of the 
Association, subject only to the limita­
tions imposed by these articles of asso­
ciation and to the instruction of the 
members of the Association, as evi­
denced by resolutions duly passed at 
regular or special meetings.
The Board of Governors shall pre­
scribe, from time to time, subject to 
the approval of the members, such 
additional rules or by-laws as may be 
required for the proper management of 
the affairs of the Association.
The regular officers of the Associa­
tion, as hereinafter provided for, shall 
be ex officio members of the Board of 
Governors with full power of participa­
tion in management.
Seven members of the Board of 
Governors shall constitute a quorum 
for the purpose of transacting business.
VI. Officers
The affairs of the Association shall be 
conducted in the interim between 
meetings of the Board of Governors by 
its officers.
The officers of the Association shall 
consist of a President, a First Vice- 
President, a Second Vice-President, and 
an Executive Secretary. The duties of 
the officers shall be as follows:
President. The President shall as­
sume general direction of the affairs of 
the Association, and shall perform the 
duties usually devolving upon a chief 
executive.
First Vice-President. The First 
Vice-President shall perform such duties 
as may be prescribed from time to time 
by the Board of Governors or the 
President, and shall, in the event of the 
absence or inability of the President to 
act, perform the latter’s duties.
Second Vice-President. The Second 
Vice-President shall perform such duties 
as may be prescribed from time to time 
by the Board of Governors or the 
President, and, in the event of the 
absence or inability of the President 
and the First Vice-President to act, 
shall perform the duties of the President.
 Executive Secretary. The Execu­
tive Secretary shall assume the active 
management of the details of adminis­
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tration, subject to the general direction 
of the Board of Governors and the 
President. He shall make all necessary 
records; and he shall collect, safeguard, 
and disburse association funds, for 
which funds he shall submit to each 
regular and special meeting of the 
Association a cash statement disclosing 
in detail the amount of cash received 
and disbursed, and the balance of cash 
on hand.
The officers, beginning with the 
regular meeting held on the third 
Saturday in March, 1925, shall be 
elected at the regular meeting to be held 
on the third Saturday of March in each 
year and shall serve in each instance 
for a term of one year.
The Executive Secretary shall be 
elected from the members of the Asso­
ciation who are employed members of 
the faculty or staff of Pace Institute.
Each officer shall perform his duties 
for his regular term of one year and 
until his or her successor is elected.
The Board of Governors, at their 
first meeting, shall elect officers to serve 
until the first regular election of officers 
to be held on the third Saturday of 
March, 1925, and shall nominate the 
officers to be elected at the said first
regular meeting.
At each of the two regular meetings 
held each year, a nominating committee 
shall be chosen by the members, which 
committee is to place in nomination all 
governors and officers who are to be 
elected at the succeeding regular meet­
ing. The nominating committee shall 
transmit the names of nominees to all 
members at least two weeks previous 
to the meeting at which the election is 
to be held.
Nominations may be made by any 
member from the floor at the meeting 
at which an election is held.
VII. Headquarters
The official headquarters of the 
Association shall be the executive offices 
of Pace Institute of New York.
VIII. Membership Dues and As­
sessments
There shall be no regular membership 
dues. The Board of Governors shall 
from time to time make such current 
charges or assessments as are found 
necessary to carry on the affairs of the 
Association.
IX. Amendments
These articles may be amended at any 
regular or special meeting upon vote 
of two-thirds of the members present, 
provided that at least two weeks’ 
notice be given to all members of the 
intention to amend.
X. Charter Members
All persons qualified for membership 
in the Association who sign these articles 
of association on or before the third 
Saturday of September, 1925, shall for 
all time rank as charter members of 
the Pace Alumni Association; and an 
engrossed copy of these articles, which 
shall include the names of charter 
members, shall be permanently dis­
played in the headquarters of the asso­
ciation.
Edward J. McNamara,
High School of Commerce Principal
STUDENTS, members of the faculty, and friends of Pace Institute will be glad to learn that Mr. Edward J. 
McNamara, member of the faculty of 
Pace Institute from 1916 to 1920, has 
been made principal of the High School 
of Commerce, New York City. Mr. 
McNamara was installed as principal in 
a very impressive ceremony, held in the 
auditorium of the High School of Com­
merce, on March 4, 1925. Present at 
the exercises were the entire student 
body of more than one thousand, many 
principals of other New York high 
schools, members of the Board of Edu­
cation, and a host of friends of Mr. 
McNamara. Mr. John D. Minnick, 
administrative assistant, High School of 
Commerce, was chairman.
Dr. John L. Tildsley, district super­
intendent of schools, spoke for the 
governing body of the New York City 
schools and installed Mr. McNamara as 
principal. In the course of his address 
Dr. Tildsley stated that Mr. McNamara 
had been selected for the important 
position of principal, not only because 
of his long experience in school work, 
but also because of his wide experience 
in business.
Following Dr. Tildsley’s address, 
Mrs. Evelyn W. Allen, principal, Girls’ 
Commercial High School, made a 
splendid address and gave the audience 
some close-up glimpses of Mr. McNa­
mara. Mrs. Allen had first-hand in­
formation, as Mr. McNamara had 
served as her administrative assistant 
in the Girls’ Commercial High School 
from 1922 until the present time. Mrs. 
Allen predicted that Mr. McNamara 
would make a great success in his new 
position.
Following Mrs. Allen, Mr. McNamara 
made his acceptance address, in the 
course of which he pledged himself to 
carry on to the best of his ability the 
work and policies which had been 
inauguarated by his predecessors in the 
High School of Commerce.
At this point the Honorable M. 
Samuel Stern, vice-president of the 
Board of Education, responded, in 
behalf of the Board of Education, with 
some very timely remarks..
Mr. Lorenz W. Schmidt, leader of 
Arista, a high-school organization, made 
the final address and pledged the whole­
hearted support of the student body to 
Mr. McNamara. The program was 
brought to a close by a salute to the 
colors and the singing the the Star- 
Spangled Banner.
Mr. McNamara was bom in New York 
City forty years ago. He graduated 
from La Salle Academy in 1900; from 
Manhattan College, with the B.A. 
degree, in 1904; from Columbia Univer­
sity, with the M.A. degree, in 1906; 
and from Teachers’ College, with Mas­
ter’s Diploma in English, in 1906. He 
enlisted in the Field Artillery in June, 
1918.
Mr. McNamara has had twenty 
years’ service in the city schools, in 
both the day and the evening divisions. 
He was supervisor of commercial edu­
cation in the New York City evening 
schools from 1917 to 1918 and resumed 
the duties of this position in September, 
1924. He has been a lecturer at Adelphi 
College, at New York University, at Pace 
Institute, and at the University of Cali­
fornia. He is widely known as a 
writer on commercial subjects. He has 
served as assistant editor of Pitman 
Journal and as assistant editor of the 
Gregg Writer.
Mr. McNamara’s professional stand­
ing is exceptionally high. He has 
served as president of both the First 
Assistant’s Association and the Admin­
istrative Assistants’ Association. He 
is president of the Administrative As­
sistants’ Association at the present time. 
He served five years on the Syllabus 
Committee of the State Department of 
Education, an equal period on the 
Examinations Committee of the State 
Department of Education, and two 
years as member of the Education 
Committee of the Brooklyn Chamber of 
Commerce. He is at present a member 
of a committee of the United States 
Bureau of Education to make a national 
survey of secretarial work and collegiate 
courser in commerce, and is also assisting 
the Director of Extension Activities of 
Hunter College in outlining collegiate 
courses for the training of commercial 
teachers.
The Pace Student extends its hearty 
congratulations to Mr. McNamara on 
his well deserved appointment.
THE NEXT REGULAR 
LUNCHEON
OF THE
Pace Alumni 
Association
WILL BE HELD
SATURDAY, APRIL 18
AT 1.30 O’CLOCK
AT
THE MACHINERY CLUB
50 CHURCH STREET
To be sure of your reservation, send 
your check for $1.65 to-day to F. M. 
Schaeberle, Executive Secretary, 
30 Church Street, New York City.
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Accounting and Cost System 
for a Cigar Manufacturer
(Continued from page 68)
each grade used in the tobacco stock 
ledger for tobacco withdrawn are applied 
to the inventory quantities. These 
amounts are then cross-added as usual. 
By subtracting lines five and six from 
line four, we obtain the figures to be 
placed on line seven, which is the gross 
leaf used. To obtain the figures for the 
next four lines considerable calculations 
are necessary.
Tobacco Expense
The total value as shown on the pre­
liminary trial balance is divided by the 
total pounds of tobacco in stock and 
purchased, and an average of tobacco 
expense per pound obtained, upon which 
basis the amount is divided between the 
tobacco used and the inventory. The 
amount applicable to tobacco used is 
entered in the total tobacco column of 
the tobacco-in-process record on line 
eight. The average obtained previously 
is noted on the margin. This average 
multiplied by the quantities of tobacco 
of each grade will give the proportion of 
the total to be entered in each column. 
The remaining tobacco expense is appli­
cable to tobacco not yet withdrawn and 
withdrawn but not used, and appears on 
the trial balance.
Labor on Tobacco
On the pay-rolls we have classified and 
analyzed the labor on tobacco into four 
classes, namely: direct labor on wrapper, 
direct labor on binder, direct labor on 
fillers, and indirect labor. Transferring 
the amounts from the pay-roll on a work 
sheet, we arrive at totals for wrappers 
binder, and filler, and the indirect labor, 
which is distributed and added to the 
direct labor on the direct-labor-dollar 
basis. The totals are entered in the 
proper total columns of the tobacco-in­
process record on line 9.
The total pounds of wrapper tobacco 
used, divided into the cost of labor on 
wrappers, will give an average cost of 
labor per pound of tobacco used. This 
average multiplied by the amounts of 
the various grades of wrapper tobacco 
will supply the necessary figures for the 
other columns. The same method is fol­
lowed in distributing the labor charges 
for binders and fillers.
Overhead
The total tobacco department over­
head is entered on line 10 in the tobacco- 
in-process record and distributed to the 
various grades of wrapper, binder and 
filler tobacco on the basis of pounds of 
tobacco used. The total pounds used 
shown on line 7 is divided into the total 
overhead, and the average overhead cost 
per pound obtained is multiplied by the 
pounds of tobacco in each grade.
By-Products
The by-products that are produced in 
a cigar factory consist of tobacco cut­
tings, scrap, find dust, tucks which are 
clipped from the end of the cigar, stems, 
and empty tobacco cases, all of which 
have a commercial value; and credit 
must be taken at the time they are pro­
duced to reflect true cost. The most 
plausible place to credit these products 
is from the leaf tobacco used before it is 
applied to cigar production, and we do 
so on line 11 in the tobacco-in-process 
record. The amounts produced are 
obtained by the inventory method. A 
memorandum stock book is kept in which 
the pounds of each product produced is 
entered by grades. The products are 
cased, and, as the cases are filled and 
closed, they are weighed and a record 
made. As they are shipped, they are 
noted in the record, showing the date 
shipped. At the month-end an inven­
tory is taken of all the cases remaining 
on hand with the loose products not yet 
cased. A work sheet is prepared having 
columns for each grade of by-products 
and a total column.
On the first line, the opening inven­
tories are entered from the previous 
work sheet. The next four lines are left 
blank for the present. On the sixth line, 
the closing inventories are entered and 
valued at the current market price. On 
line five just above, the sales during the 
month are entered and totaled for each 
grade, and the total of sales and inven­
tory at the month-end are added up and 
totaled on line four. On line two, any 
freight or cartage prepaid during the 
month is entered, analyzed by grades. 
The difference between lines 1 and 2 
and line 4 will be the amount pro­
duced during the month. Certain grades 
of cuttings are applicable to wrapper, 
others to binders, and others to fillers. 
An analysis is made and the amounts 
produced are entered in the tobacco-in­
process record on line 11 in the total 
columns, and, as in the distribution of. 
labor on tobacco, the amount applicable 
to wrappers is subdivided into the 
various grades of tobacco by obtaining an 
average credit per pound of tobacco 
used. These figures are entered on 
line 11 in red ink and are deducted in 
arriving at the total.
We now have figures on lines 1 to 11, 
inclusive, of the tobacco-in-process rec­
ord, and the figures for line 12, the net 
cost of tobacco used on cigars, are ob­
tained by adding lines 7, 8, 9 and 10, 
and subtracting line 11. We have now 
completed the work of arriving at the 
cost of raw material.
Wet and Dry Weights
It is desirable at this point to give an 
explanation of the method used to make 
allowances for the moisture which is con­
tained in tobacco prepared for the manu­
facturing processes. When the inven­
tories of loose tobacco not yet consumed 
in the production of cigars are taken at 
the close of the month, the figures sub­
mitted to the office include moisture, and 
before they are entered in the tobacco-in­
process record on line 6, it is necessary to
Branch
CIGARS LOOSE COST STATEMENT
Cigar
Grade
Number
Quantity
Produced
Tobacco Used Direct Labor Indirect Labor Cigar Department Overhead
Total Cost 
Loose
Amount Ave. Amount Ave. Amount Ave. Amount  Ave. Ave. Amount
Inv. End Last Mo. 
Manufactured
Wrapper
Binder
Filler
Total
Total
Packed
Inv. End This Mo. .
Inv. End Last Mo. 
Manufactured
Wrapper
Binder
Filler
Total
Total
Packed
Form 4
19
Inv. End This Mo.  
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deduct a certain percentage of the weight, 
which is estimated to be the moisture 
contained in the tobacco.
From observations and actual tests 
made, we are in possession of the per­
centage of moisture that each grade of 
tobacco absorbs during its preparation. 
These percentages are deducted on a 
work sheet prepared and the net figures 
are presumed to be the original dry 
weight. The tobacco withdrawn from 
stock is transferred to the tobacco-in- 
process record at the dry purchased 
weight, and, therefore, all figures for 
weights must be reduced to this basis. 
To fully explain the method, an illustra­
tion is given below:
102 lbs. of Sumatra tobacco were in­
ventoried at the close of the month.
Observations and tests show that 
Sumatra tobacco absorbs about 2% mois­
ture.
Dividing 102 lbs. by 1.02 gives the 
following answer: 100 lbs. dry weight 
tobacco, which is the figure used in the 
tobacco-in-process record.
Cost of Cigars Loose
In order to arrive at the cost of cigars 
loose, it will be necessary to use a state-. 
ment form and several work sheets. An 
illustration of the statement form is given 
(Form 4), and the work sheets will be 
described as the explanation progresses.
As stated before, the unit of produc­
tion is the grade of cigar, and all costs 
are divided into the various grades pro­
duced. Several methods are used to 
allocate the various items of cost to the 
grades or units—by the use of averages 
per thousand cigars, by direct labor 
dollars, etc.—and the cost of tobacco 
used is applied to the various grades in 
the manner explained below.
A work sheet is prepared on columnar 
paper with columns running across the 
sheet for each grade of tobacco with 
columns for total wrappers,total binders, 
and total fillers. In the extreme left 
hand side the grades of cigars and the 
quantity produced of each grade is 
listed, a line for each, running down the 
sheet. There is on file a formula record 
which shows the grades of tobacco to be 
used on the different grades of cigars, 
and the proportions of filler that are 
blended by mixing three or four grades 
of tobacco, and also the average weight 
of each grade of cigar per thousand.
The wrappers, where more than one 
grade of cigars takes the same grade of 
wrapper, are proportioned to the grades 
on the basis of the selling price of the 
cigar. An explanation of this method 
will now be given.
The production of each grade is 
multiplied by the selling price’, giving a 
total selling value of the cigars. These 
figures are totaled, and the total is 
divided into the value of the grade of 
wrappers used on these cigars. The 
result is an average cost of wrapper per 
dollar of selling value. This average, 
multiplied by the selling value of each 
grade, will give the cost of wrapper 
applying to the grade; and these figures 
should total to the cost of the grade of 
wrappers used. Binders are appor­
tioned by the same method, providing 
of course that more than one grade of 
cigars takes the same grade of binder, as 
determined from the formulae.
In distributing the cost of fillers, we 
have a much more difficult task. The 
formulae show that three or four grades 
are used on a certain cigar with propor­
tions, say of 60, 20, and 20 per cent. 
1,000 cigars to weigh 15 lbs., exclusive 
of wrapper and binder. Others may 
take different percentages and call for 
the same weight or the same percentages 
and a different weight. In order that 
the method used will be easily under­
stood, an illustration will be given 
(Form 5).
In the illustration shown, two grades 
of cigars were produced, P-184-R 800,000 
and L-672-R 200,000. Four grades of 
filler tobacco were used in the blend of 
the P-184-R grade, H.S., L.S., P.W., 
and T.N. Three grades were used in 
the blend of the L-672-R grade, H.S. 
L.S., and T.N. The formula for P-
184-R was—
H.S...................... .................20%
L.S...................... ...................20%
P.W................... ...................20%
T.N................... ................... 40%
Weight of filler to be used
per 1,000 cigars.......... 15 lbs.
The formula for L-672-R was—
H.S.................................... .10%
L.S.......................................... 30%
T.N.........................................60%
Weight of filler to be used 
per 1,000 cigars.......... 14 lbs.
Using the percentages given for the 
P-184-R grade, we find that the blend 
consisted of 3 lbs. H.S., 3 lbs. L.S., 3 
lbs. P.W., 6 lbs. T.N., and for the 
L-672-R grade, 1.4 lbs. H.S., 4.2 lbs. 
L.S., 8.4 lbs. T.N. per 1,000 cigars. 
Multiplying these quantities by the 
productions of each grade, we arrive at 
the following figures:
Grade
P-184-R
L-672-R
H.S.
2400
280
L.S.
2400
840
P.W.
2400
T.N.
4800
1680
2680 3240 2400 6480
These total pounds are compared with 
the actual pounds shown as used in the 
tobacco-in-process record. Any ma­
terial difference should be investigated, 
and if corrections are necessary, they 
are made at this time. If not, we will 
proceed to allocate the value of the 
filler tobacco used, on the basis of the 
figures shown above. By dividing the 
total pounds according to formula into 
the value of the grade of filler tobacco 
used, we obtain an average price per 
pound. This average multiplied by the 
pounds shown for each grade of cigars, 
will give the value applying to that 
grade and the sum of the distribution 
should agree with the total value, thus:
H.S. GRADE
2,680 lbs. divided into $1786,67 • 
.6667
P-184-R 2,400 lbs. x .6667 = $1,600.00 
L-672-R 280 lbs. x .6667 = $186.67
2,680 lbs. Total $1,786.67
This completes the explanation of the 
allocation of cost of tobacco used to the 
various grades of cigars, and we will 
proceed with the other divisions of cost.
Direct Labor
The direct labor applying to each 
grade of cigars is obtained from the 
distribution of the pay-roll on the sheets 
prepared for this purpose, and is entered 
on the loose cost statement directly to 
each grade. The total should agree with 
the ledger charge for the month under 
review.
Indirect Labor
The total indirect labor for the month 
in the cigar department is ascertained 
from the ledger account and is appor­
DISTRIBUTION OF FILLER TOBACCO USED
Cigar Grades Produced
Quantity
Produced
H.S. L.S. . P.W. T.N. Total
Pounds Value Pounds Value Pounds  Value Pounds Value Value
P-184-R
L-672-R
800
200
000
000
2 4
2
0
8
0
0
1 600 00 
 186 67
 2
4 0 
8 4 
0
0
1:481:50
518 50
2 4 0 0 2 000 00 4
1
8
6
0
8
0 2 9 63 00
0 1 037 00
8
1
044
742
50
17
Total 1 000 000 2 6 8 0 1 786 67  3 2 4 0 2 000:00 2 4 0 0 2 000 00 6 4 8 0 4 000 00 9 786 67
Formula:
p 184 R 20% H.S. L 672 R 20% H.S.
weight, 15 20% L.S. weight 14 30% L.S.
pounds per 20% P.W. pounds per • 60%T.N.
1000 cigars 40% T.N. _____________________________ 1000 cigars_____________________________________________
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tioned to the different grades of cigars 
on the basis of direct labor dollars. 
To illustrate: The total direct-labor 
dollars in this department is divided into 
the total indirect labor, and an average 
per dollar of direct labor obtained. 
This average, multiplied by the direct 
labor for each grade, will give the pro­
portion of indirect labor applying to the 
different grades.
Departmental Overhead
The departmental overhead, including 
the general factory overhead apportioned 
previously, is distributed to the produc­
tion on the basis of quantities of cigars 
produced.
To illustrate: The total overhead, as 
shown by the ledger, is divided by the 
total production, and an average per 
thousand cigars obtained. This average 
multiplied by the production of each 
grade will result in the amount of over­
head applying thereto, and the sum 
should be the total overhead.
These figures are entered in the proper 
columns of the loose cost sheet which 
was illustrated, and each item of cost 
for the various grades is divided by the 
production for the grades and averages 
per thousand cigars secured, which are 
entered in the columns provided. These 
averages are used for the purpose of 
comparison with previous results, and 
the results of other branches manufac­
turing the same grades. After all 
figures are entered, they are cross-added 
to the total column and footed to prove 
the additions. The averages for each 
grade are cross-added but are not footed. 
In order that the value of the inventory 
of loose cigars may be obtained, and the 
cost of the cigars packed during the 
month transferred to the cost sheet for 
cigars packed, certain other steps are 
necessary.
The total of the cigars on hand at the 
first of the month and the amount 
produced for each grade is divided into 
the total of the opening inventory value 
and the cost of the cigars produced. 
The average cost per thousand obtained 
is multiplied by the amount of cigars 
packed and entered on the proper line. 
The difference is the value of the closing 
inventory, and should agree with the 
calculation of the closing inventory of
cigars, multiplied by the average cost 
per thousand. This procedure is carried 
out for each grade, and totals of the 
value of the cigars packed and of closing 
inventory are obtained and entered in 
the total section.
Illustrative journal entries of the trans­
actions and procedures given thus far 
will now be shown.
General Factory Overhead..................... $xx
To Factory Supplies............................ $xx
Prepaid Taxes................................. xx
Prepaid Insurance......................... xx
Prepaid Rent.................................. xx
Reserve for Depreciation, Fac­
tory, Machinery & Equipment xx
To Set up General Factory Overhead.________  
Tobacco Department Overhead............ xx
Cigar Department Overhead................ xx
Packing Department Overhead............ xx
Shipping Department Overhead.......... xx
To General Factory Overhead.........  xx
For apportioning General Factory
_______ Overhead.___________________________
Labor on Tobacco, Indirect................... xx
Indirect Labor, Cigar Department... xx 
Indirect Labor, Packing Department. xx 
Indirect Labor, Shipping Department xx
To Salaries, Office & Factory
Management.............................. xx
For Apportioning Salaries—Office and 
___________ Factory Management._____________
Tobacco-in-Process Record Control.. . xx 
To Tobacco Stock Ledger Control.. xx
For tobacco withdrawn from stock , , ._________
Cost of Tobacco Used on Cigars............ xx
To Tobacco-in-Process Record Con­
trol............................. ................... xx
To Set Up Cost of Tobacco Used on
__________ Cigars_________________________
Cost of Tobacco Used on Cigars............ xx
To Tobacco Expense........................... xx
Labor on Tobacco, Direct............ xx
Labor on Tobacco, Indirect.... xx
Tobacco Department Overhead. xx
To transfer sundry items to Cost of 
Tobacco Used on Cigars.
By-Products................................................ xx
To Cost of Tobacco Used on Cigars. xx
To credit Cost of Tobacco Used on 
Cigars with by-product saving.
Cigars “Loose”........................................... xx
To Cost of Production........................ xx
To record the production cost of 
cigars loose.
Determining the Cost of 
Cigars Packed
To determine the cost of cigars 
packed, it is necessary to provide a cost 
statement similar to the Loose Cost 
Statement, but with different columns 
and to change the unit of production to 
the brand of cigars instead of the grade, 
as many grades of cigars are packed into 
different brands and into different sizes
of packing, such as 25 cigars to the box, 50 
cigars to the box. The style of pack­
ing, which may be four rows, 12, 13, 
12, 13; or 2 bundles of 25 each to a 
box of 50; or 4 bundles to a box of 100; 
and the like. All of these sizes and 
brands take different kinds of packing 
material, and the cost varies with each 
size. A thousand cigars packed in 
boxes of 25 each will take 40 boxes, 
whereas a thousand cigars packed in 
boxes of 100 cigars each will take only 
10 boxes. All of these features will 
vary the cost of the packing material.
From the illustration of the cigars 
packed statement (Form 6), it will be 
seen that columns are provided for 
cost of loose cigars, direct packing labor 
indirect packing labor, packing depart­
ment overhead, packing material, and 
a total cost column.
The opening inventories, quantities 
packed, closing inventories and quanti­
ties shipped are entered from the cigar 
stock book which was explained pre­
viously. From the loose cost state­
ment, we obtain the cost of the cigars 
packed by grades, and these figures are 
entered in the first column, dividing the 
. totals among the different brands packed 
from each grade. The average cost per 
thousand for each grade is used to 
accomplish this distribution.
We are now ready to determine the 
amounts of direct labor applicable to 
each brand. The labor in the packing 
department is divided into several 
classes. There is packing labor, band­
ing labor, foiling labor, wrapping labor, 
etc. From the pay-roll we are able to 
determine the totals for each class of 
labor. The formulae on file show the 
styles of packing for each brand, and 
the brands shown on the Packed Cost 
Statement are examined and a notation 
made as to whether or not they are 
banded, foiled, or banded and foiled. 
Totals of the cigars packed, banded, and 
foiled are ascertained and divided into 
the total direct labor, classified as to 
packing labor, banding labor, and foiling 
labor. Averages per thousand are thus 
secured for packing, banding, and foiling. 
Again going through the packed cost 
statement sheets, we place the proper 
average in the direct labor column for 
each brand, to illustrate:
 CIGARS PACKED COST STATEMENT
.............................. ........................................................ Branch .......................................... 19...........
Brand, Size, Grade, 
Etc.
Quantity
Packed
Cost of Loose 
Cigars Direct Labor Indirect Labor
Packing Dept. 
Overhead Packing Material
Total Cost 
Packed
Amount Ave. Amount Ave. Amount Ave. Amount Ave. Amount Ave. Ave Amount
Inv. First Month
Packed
Total
Shipped
Inv. end Month ___
Inv. First Month
Packed
 
Total .. .
 .  
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packing labor would 
follows:
Blank Londres 
Noname Perfectos 
Nonesuch Blunts 
Noname Blunts 
Multiplying these
The brands shown we will assume 
were:
Blank Londres (Banded & Foiled)
1/ 20 (50 to a box) 100,000 packed
Noname Perfectos (Banded)
1 /40 (25 to a box) 200,000 packed
Nonesuch Blunts (Foiled)
1 100 (10 to a box) 50,000 packed
Noname Blunts (No bands or foil)
1/20 100,000 packed
We shall also assume that the averages 
obtained were as follows:
Packing ..................................... 1.0000
Banding.........................................2500
Foiling........................................... 5000
The cost per thousand for direct 
be distributed as
1/20 1.7500  
1/40 1.2500
1/100 1.5000
1/20 1.0000 
averages by the
quantities packed, we secure the cost 
of direct labor applicable to each brand, 
which should total to the direct labor, 
as shown in the ledger.
Indirect Labor
Indirect labor is apportioned to the 
various brands on the basis of direct 
labor dollars. The cost of direct labor 
is divided into the total of indirect 
labor and apportioned according to the 
amounts of direct labor in each brand. 
The procedure is the same as was 
followed in the cigar department cost 
statement and does not need further 
explanation. Averages per 1,000 cigars 
are determined and entered in the aver­
age columns.
Packing Department Overhead
The total packing department over­
head, as shown on the preliminary trial 
balance, is distributed to the various 
brands on the basis of quantities of 
cigars packed. The method was de­
scribed in the explanation of the distri­
bution of cigar department overhead 
and needs no further comment on this 
point.
Packing Material
To determine the cost of packing 
material used on each of the different 
brands packed, several steps are neces­
sary. A work sheet is prepared on
columnar paper having sufficient columns 
for the different classes of packing 
material, such as boxes, labels, bands, 
foil, etc, In the left-hand margin the 
different brands packed during the 
month, together with the quantities 
packed and the sizes of packing, are 
listed running down the sheet. Physical 
inventories have been taken at the close 
of the month for all of the different 
classes of packing material, and the 
quantities used are determined.
The next step is to enter the inven­
tories and the quantities used in the 
packing material stock ledger, any 
difference between the total of the 
inventory and used quantity and the 
debit side of the various accounts being 
investigated, and if found to be wasted 
or destroyed is included with the 
quantity used. The inventories of 
packing material are priced at the last 
purchase cost, and the differences in 
value are applied to the quantities used. 
These values shown as used in the pack- 
ng material stock ledger are distributed 
on the work sheet against the brands 
packed in the proper columns.
Each line is cross-added to secure 
total cost of packing material used for 
the brands and then footed to determine 
the total cost of packing material used. 
An addition is made of the inventory 
values in the packing material stock 
ledger to prove the accuracy of the 
remaining balance in the controlling 
account. The totals for each brand on 
the work sheet are then transferred to 
the packing department cost statement 
in the column provided. Averages per 
1,000 cigars packed are determined and 
entered in the average column. A 
journal entry will be given later for this 
procedure.
Total Cost of Cigars Packed
To determine the total cost of cigars 
packed, the amounts for each brand are 
cross-added and footed. The averages 
are also cross-added to show the average 
cost per 1,000 for each brand of cigars 
packed. To ascertain the value of the 
quantities of cigars shipped and the re­
maining inventories, the total quantity 
of cigars for each brand is divided into 
the total cost of each brand and an 
average cost per 1,000 obtained. These
averages are multiplied by the quanti­
ties shipped and remaining on hand to 
apportion the value.  _
Determination of the Cost of 
Cigars Shipped
The total cost of cigars shipped in­
cludes their cost packed plus the ship­
ping department direct and indirect 
labor, the cost of shipping supplies used, 
and the cost of the internal revenue tax. 
A cost statement (Form 7) is provided 
similar to the packed statement, having 
columns for cigars shipped, shipping 
department labor, overhead, shipping 
supplies, and internal revenue tax stamps, 
and also a total column. The compila­
tion of this statement is comparatively 
simple, but a short explanation will be 
given of the different steps, with a de­
tailed description of the application of 
the internal revenue tax.
In the left-hand margin the brands, 
sizes of packing, and cigar grade num­
bers are listed as shown on the packed 
cost statement. In the next column, 
the quantities shipped are listed, taken 
from the packed cost statement, and 
totaled.
Shipping Department Labor
Shipping department labor, direct and 
indirect, is combined and apportioned to 
the quantities of cigars shipped on the 
basis of average cost per 1,000 cigars. 
The amounts and averages are shown 
opposite the various brands in the 
column provided.
Shipping Supplies
In the factory ledger we have an 
account Shipping Supplies Record Con­
trol, which is a control account of a stock 
ledger in which the quantities and values 
of the various items are entered. A 
physical inventory of these supplies was 
taken at the close of the period, and the 
inventory quantities are entered on the 
credit side of this record, the difference 
being the quantities used. The inven­
tories are priced at the last purchase 
price, and the differences are considered 
the values of the quantities used. The 
values used are totaled, and this amount 
is apportioned to the quantities of cigars 
shipped on the same basis as the ship­
ping department labor. Journal entry 
for this procedure will be given later.
CIGARS SHIPPED COST STATEMENT
.......................................................................................... Branch ..................................... ....19..........
Brand, Size, Grade, Etc.
Quantity
Shipped
Direct and Indirect 
Labor
Shipping 
Supplies, Etc.
Shipping Dept. 
Overhead Revenue Stamps Total Cost
Amount Ave. Amount Ave. Amount Ave. Amount Ave. Ave. Amount
 -  
Form 7
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Shipping Department Overhead 
The cost of shipping department
overhead is distributed to the various 
quantities shipped in the same manner 
as the cigar department overhead, which 
was explained in detail previously. 
Internal Revenue Tax Stamps
The internal revenue tax on cigars is 
based on the selling price of the cigar. 
The Government has divided all cigars 
into five classes and two divisions as 
follows:
Cigars Weighing More Than 3 lbs. 
per M.
Class A—Cigars manufactured to sell 
at not more than 5c. each—Tax 
$4.00 per M.
Class B—-Cigars manufactured to sell 
at more than 5c. each, but not more 
than 8c. each—Tax $6.00 per M.
Class C—Cigars manufactured to sell 
at more than 8c. each, but not more 
than 15c. each—Tax $9.00 per M.
Class D—Cigars manufactured to sell 
at more than 15c. each, but not more 
than 20c. each—Tax $12.00 per M.
Class E—Cigars manufactured to sell 
at more than 20c each—Tax $15.00 
per M.
Cigars Weighing Not More Than 
3 Lbs. per M.
Tax $1.50 per M.
The Government requires that a 
stamp be affixed to each box, showing 
the quantity of cigars contained in the 
box, and the class or tax rate. These 
stamps may be purchased from the 
Government in any denomination at the 
specified tax rates. They are affixed to 
the boxes before removing the cigars 
from the factory premises and are can­
celled by an approved method, showing 
the date of removal, factory number, and 
internal revenue collection district. The 
ledger account for these stamps has been 
balanced at the close of the month; and 
a journal entry will be made, crediting 
the account for the value of the tax 
paid on the cigars of the various classes 
shipped.
This amount is entered on the total 
line in the proper column and distributed 
to the various brands shipped by deter­
mining the class and tax rate for the 
brand, and calculating the tax paid by 
multiplying the quantity shipped by the 
tax rate.
Total Cost Shipped
The various items of cost on this 
statement are now cross added to the 
total column and summed to prove the 
cross addition of the total. The aver­
ages are also cross added to show the 
total average cost per 1,000 cigars for 
the various quantities shipped.
We have now completed the deter­
mination of costs and have compiled, in 
connection with the work, illustrative 
statements which adequately unfold to 
the management the total cost of produc­
tion, as well as the cost of the various 
items included in the total.
Journal entries are given below for 
the procedures incidental to the deter­
mination of the cost of cigars packed 
and shipped.
Packing Material Used........................... $xx
To Packing Material Stock Ledger
Control.......................................... $xx
To Record Shipping Supplies Used.
Cigars “Packed”........................................ xx
To Cigars “Loose”............................... xx
Direct Labor, Packing Depart­
ment .................................................... xx
Indirect Labor, Packing Depart­
ment............. xx
Packing Department Overhead. . xx
Packing Material.............................. xx
To Record Cost of Cigars Packed.
Shipping Supplies Used............................ xx
To Shipping Room Supplies.............. xx
To Record Revenue Stamps Used for 
Month.
Revenue Stamps Used.............................. xx
To Revenue Stamps Stock................ xx
To record cost of revenue stamps used.
Cost of Cigars Shipped............................. xx
To Cigars “Packed”............................ xx
Shipping Department Labor. ... xx
Shipping Supplies.............................. xx
Shipping Department Overhead... xx 
Revenue Stamps Used...  ............ xx
To Record Cost of Cigars Shipped.
There are many other entries neces­
sary to close the factory ledger and 
transfer the cost of cigars shipped to the 
home office, as well as explanations of 
the articulating entries in the factory 
journal and home office journal, tying 
up with the home office records the cost 
procedures at the factory; but it is not 
the purpose of this article to describe 
the complete accounting system.
Sufficient has been said to clarify 
the factory cost procedure, and the addi­
tional steps and entries may be visualized 
from the explanations and details of the 
cost finding methods.
Business Associations 
Adopt Standard 
Forms
FOR several years various business and industrial organizations have felt the need in business for stand­
ardized invoice, purchase order, and 
inquiry forms. The discussions and 
conferences of the various organizations 
finally crystallized in a conference of 
business organizations held under the 
auspices of the. Division of Simplified 
Practices in the Department of Com­
merce. The following excerpts from the 
Department of Commerce report will be 
of great interest to accountants:
“Representatives of purchasing or­
ganizations, industrial engineers, and 
national bodies, meeting in the Depart­
ment of Commerce adopted standards for 
invoice, purchase order and inquiry 
forms for use in American business. The 
action was taken as the culmination of 
several years of effort of the National 
Association of Purchasing Agents, the 
Railway Accounting Officers’ Associa­
tion, the National Association of Cost 
Accountants, and the Division of Pur­
chases and Stores of the American Rail­
way Association. The meeting was held 
under the auspices of the Division of 
Simplified Practice, whose cooperation 
had been asked in bringing about the 
elimination of hundreds of variations in
these business documents and in securing 
to American business houses a saving 
which was estimated at more than 
$15,000,000 a year.
“The meeting was addressed by 
Secretary Hoover, who told the delegates 
that the wastes in business documenta­
tion could only be solved by conferences 
such as this. He pointed out that the 
existing variety is responsible in part for 
disputes due to misunderstandings of 
contractual relations. He cited the 
estimated saving of $5,000,000 annually 
to the warehouse industry through 
simplification of forms as a saving which 
comes in labor costs alone, and said that 
the saving from the avoidance of dis­
putes will reach a sum which no one can 
estimate.
“In the producing and distributing 
system of our country, he said, there are 
wastes of 25 to 30 per cent. The only 
cure for such wastes, he declared, lies in 
the collective action of a trade, which 
will protect against the reduction of the 
standard of living, of wage levels, or 
profits. Such collective action, he 
asserted, is a most constructive step; 
and he termed the meeting ‘one part of 
a great battle line’ in the war on wastes, 
a war which can be won only by hard, 
steady plodding.
“The recommendations for a standard 
invoice form were presented by W. L. 
Chandler of the National Association of 
Purchasing Agents, who described the 
five-year effort of the various organiza­
tions to develop uniformity. Thirty- 
eight national organizations, he said, are 
now using the standard form developed 
from the efforts of the accounting 
organizations.”
The various Associations represented 
at this meeting finally adopted as stand­
ard sizes for invoice, purchase order, and 
inquiry forms, 8½ by 7 inches, 8½ by 
11 inches, and 8½ by 14 inches.
It was voted that the standard form 
will become effective at once, or as soon 
as existing stocks of forms are used up by 
the various business houses, and that 
they will remain in effect indefinitely.
Among those in attendance at the 
meeting, and instrumental in getting the 
standard forms adopted, was George 
Rea, C. P. A., of Touche, Niven & Co., 
and a member of the American Institute 
of Accountants.
HAROLD DUDLEY GREELEY, At­
torney and Counselor at Law, Certified 
Public Accountant, (N.Y.), 25 West 
43d Street, New York, announces that 
he is specializing in the Law of Estates 
and Trusts, with particular reference to 
resident and non-resident inheritance 
and other taxation, federal and state. 
DAVID A. ALLEN and RICHARD H. 
MOHLER announce the retirement of 
Virgil E. Bennett from Allen, Bennett & 
Mohler and the continuance of the 
partnership practice under the firm name 
of Allen & Mohler, with offices at 400 
Union Trust Building, Pittsburgh, Pa., 
as heretofore.
HERMAN HATKE, a Pace student, 
has been employed as a stenogrpaher in 
the Technical Department of Pace & 
Pace.
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Launching One’s Self in Accountancy
LAUNCHING one’s self in account­ancy may be easy. Conditions may break just right. Again, 
difficulties may present themselves. One 
of the common obstacles is found in 
distance from accountancy opportuni­
ties. The following letter from a young 
man in a southern town, thus situated, 
and the reply of Homer S. Pace will be 
of interest to many of our readers who 
have in mind the securement of acount­
ancy experience:
“Would you be kind enough to furnish 
me with some information? Is there any 
school of accountancy in the United 
States that can and will secure employ­
ment for a graduate of their course? I 
have studied several courses in account­
ancy and have graduated from one of 
them. I have a natural aptitude for the 
profession and an all-consuming desire 
to practice it. I have made excellent 
progress on the courses that I have taken 
and am capable of doing the work of a 
senior, judging from the standards of our 
section. I have been employed as an 
accountant with the above institution of 
which I am a graduate (a technical 
school) for the past three years. In the 
meantime I have done considerable 
private and public accounting, assuming 
full responsibility for the audits, prep­
aration of tax returns, and similar work, 
as well as assisting several public 
accountants.
“I want a chance to get into the pro­
fession. What must I do?
“If you have any of the instincts of a 
teacher in you or can hark back to your 
early days, you can understand my 
position and will be glad to write me. 
I shall deeply appreciate any suggestion 
that you may see fit to make.”
Mr. Pace’s reply follows: 
“Your letter of February 4th, directed 
to Pace & Pace, has come to my personal 
attention. I think I have the instinct of 
the teacher, and I can easily hark back 
to my early days. Moreover, I am an 
accountant in actual practice; and, be­
cause of my official positions in national 
and state societies, have the development 
of the profession of accountancy very 
much at heart. I shall be glad indeed to 
give you the best counsel of which I am 
capable.
“The only practicable way to obtain 
employment is on the basis of a personal 
interview. I am president of a placement 
agency, and during the year we place 
hundreds, if not thousands, of people, 
including many accountants, in desirable 
positions. However, it is impracticable 
for us to obtain a position on the basis 
of correspondence even for a graduate of 
our own extension (correspondence) 
division of teaching. Our advice is for 
such a student to come to a desirable 
center of employment, such as New 
York, where he can compete for a posi­
tion on a favorable basis. A consider­
able number of our students have come 
to New York from distant parts of the
country with funds sufficient for main­
tenance for a reasonable period of time. 
There is an element of hazard in taking 
such a course, because an individual 
without local experience and references 
is never in as favorable a position as one 
who possesses such credentials. It is 
especially hazardous, so far as New York 
is concerned, if one comes to the city in 
the spring or summer months—the more 
favorable time is in the fall or winter.
“Accountancy, it is well to remember, 
has its chief development in the larger 
cities. In nearly all of these cities there 
are local schools of accountancy, and the 
graduates of such schools, supported by 
local experience, references, and knowl­
edge of conditions, naturally have an 
advantage over the person who comes to 
the city from a distance. Consider then 
how extremely difficult it is for a person 
working under all the disadvantages of 
non-residence to obtain an opportunity 
without a personal interview.
“Our own school, Pace Institute, 
teaches chiefly in resident schools—New 
York, Newark, and Washington. Our 
enrolment in Pace Institute of New York 
alone runs from 1500 to 2000 students. 
We have obtained positions for thou­
sands of persons during the last fifteen 
years in accountancy practice. We have 
often helped extension (correspondence) 
students to obtain employment when they 
have placed themselves in a position 
where they could have personal inter­
views with prospective employers. Not­
withstanding all this placement service 
and my own keen interest in vocational 
matters, our school would not promise 
the securement of employment for any 
student or graduate. All that we can do 
is to assist the student as much as we can 
to obtain a position in which he can 
secure his professional experience.
“In England the young man who seeks 
to become a chartered accountant works 
five years under an apprenticeship ar­
rangement. He receives no salary and 
pays a premium for the privilege that 
varies from $2,000 to $3,000 for the term 
of his service. This sacrifice is a measure 
of the worth of an accountancy training 
under English conditions. In this coun­
try, a junior usually begins at a salary 
of about $30 a week. If the individual 
has been earning a larger salary, he often 
wonders just why he should enter upon 
accountancy practice. The answer, of
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course, is that the return is much more 
than he could hope to secure in this 
country in entering upon training in any 
other profession, and that the sacrifice 
is justified by the earning ability that the 
accountant will develop. I am speaking 
of this matter because one who desires 
to enter a profession should expect to 
make considerable immediate sacrifice in 
the early stages of his work. Less sacri­
fice is required in accountancy than in 
law or in medicine, but you can’t alto­
gether avoid some immediate curtail­
ment of earning power. Many a person 
who complains of his inability to obtain 
accountancy employment puts a price 
upon his services that is out of all reason 
in view of the circumstances that exist.
“My advice would be simply this. 
Select from one of the large cities—the 
one in which you consider that you can 
obtain the best training in accountancy 
practice—the training that will later 
give you the most prestige as an ac­
countant. My own opinion is that 
New York or Chicago would be best 
for this purpose. Go to such a city in 
the favorable season of the year, with 
fluids sufficient to support yourself for 
a reasonable period of time—six weeks 
to three months. Enlist the services of 
placement agencies such as our own. 
Obtain all the help you can from the 
school from which you graduated, and 
exert yourself personally by calling upon 
accountants. Take the position that 
you want the experience, regardless of 
the immediate salary. If you will take 
this course, and if you have a fair per­
sonality and technical ability, you will 
get results. If you have excellent abil­
ity, you will advance rapidly, and the 
period of your sacrifice will not be long.
“You want a market for your account­
ancy abilities. Very well, go to the 
principal market, which you will find 
in the large cities. You probably would 
not yourself employ a man ‘unsight and 
unseen,’ when you could just as well 
make a choice on the basis of a personal 
interview. Do not expect the other per­
son to take a different attitude. No 
school can change these fundamental
conditions. All that the school can do 
is to lend a hand when you personally 
conform to the conditions under which 
employment is commonly obtained.
“When you thoroughly grasp and act 
upon the information that I have given, 
you will be on the way to the solution of 
your problem. If you say that your fam­
ily or financial affairs preclude the action 
I suggest, you will probably have to sit 
tight until you can put your affairs in 
order for the big adventure.”
Page 80 April
Washington Pace
Club Banquet
ONE of the outstanding social events of the year is at hand. The Washington Pace Club will hold 
its Seventh Annual Banquetat 
Rauscher’s, 6:30 p.m. sharp, Saturday, 
April 18, 1925, the Saturday following 
Easter Sunday.
Mr. ' Houston Thompson, commis­
sioner of the Federal Trade Commission, 
an authority on business conditions of 
the country and recognized as Washing­
ton’s best after-dinner speaker, has 
consented to make the principal address. 
Mr. Homer S. Pace has also consented 
to give a short talk. Senator and Mrs. 
Ferris, of Michigan, and other distin­
guished guests are expected to be in 
attendance.
Mr. George H. O’Connor, phonograph 
artist and Washington’s premier banquet 
entertainer, heads the entertainment 
feature of our program. Mr. Arthur 
D. Bailey, concert banjo player and 
radio entertainer, is another performer. 
Local color is added in the person of 
Mr. Wilbert J. Smith, a Semester B 
Student, who will appear in a violin 
character stunt. Mr. Smith was one 
of the outstanding hits in “Uncle Sam’s 
Follies.”
“The Carolinians,” radio performers 
and one of the finest orchestras in the 
city, has been engaged to furnish music 
throughout the banquet and for dancing 
which will be indulged in immediately 
after the banquet and until 12:30 a.m.
The essence of any banquet is the 
menu. Rauscher’s reputation for ser­
vice and general quality of food served 
is well known by everyone who has ever 
been there. The cost of tickets this 
year is $3.50 per plate, the lowest 
banquet cost in the history of the club. 
The club has enjoyed a very successful 
year and a large attendance is expected 
Tables seat ten. Get up a party and 
join us upon this occasion. Reserva­
tions must be made early in order to 
afford time for the preparation of the 
seating arrangements. In making re­
servations, please indicate names, seat­
ing preferences, and make checks payable 
to Pace Club Banquet Committee. 
Mail requests for tickets should be made 
to The Pace Club, Transportation 
Building, Washington, D. C.
WILLIAM WAGNER, a graduate of 
Pace Institute, and E. T. MAGRUDER, 
a former Pace student, have recently ac­
cepted positions with Joseph Froggatt 
& Company, C.P.A’S., of 25 Church 
Street, New York City.
REINOL C. GREULICH and 
GEORGE F. VALENTINE, students 
at Pace Institute, New York, have re­
cently accepted employment, through 
the Pace Agency for Placements, Inc., 
with J. Lee Nicholson & Company, of 233 
Broadway, New York City.
FRANK J. MELVIN has been employed 
as secretary to Mr. Lafrentz, of A. F. 
Lafrentz, C.P.A., of 100 Broadway. 
Mr. Melvin is now a student at Pace 
Institute, New York.
Semester F Classes 
Hold Dinner
and Theatre Party
THE past few months have seen activity on the part of two Semes­ter F classes of Pace Institute, New 
York, in the staging of informal get- 
togethers and the formulation of plans 
for making such functions a monthly 
event.
Semester F classes 4704 and 4705 re­
cently held an informal dinner at 
Stewart’s Restaurant, Park Place, New 
York. Here early plans for Semester F 
class activities were laid. On the 
evening of February 28th the same two 
classes staged a theatre party at the 
evening performance of the “Student 
Prince” playing at Jolson’s Theatre, 
New York.
The next event is a luncheon planned 
for early in April at the Brooklyn 
Chamber of Commerce. These monthly 
get-togethers are a part of the student 
and alumni activities taking place at 
the Institute this Spring.
Leadership Factors
EVERY reader of this magazine, we very genuinely believe, aspires to leadership. Therefore, a resume of 
an address given by Colonel Leonard P. 
Ayres at the recent University Day 
exercises of the University of Buffalo, 
supplied by Luther K. Watkins, C.P.A., 
and reproduced herewith, will be of in­
terest. Mr. Watkins attended the 
exercises by reason of the graduation 
from the University of Buffalo of his 
son, Donald Watkins. The resume is as 
follows:
Washington Pace Club 
SEVENTH
ANNUAL BANQUET 
SATURDAY EVENING, APRIL 18, 1925
AT
RAUSCHER’S
DINING   DANCING — ENTERTAINMENT
PROMINENT SPEAKERS
6.30 p.m. to 12.30 a.m. Tickets $3.50 per plate
“At the annual University Day exer­
cises of the University of Buffalo held 
this morning, I listened to a very inter­
esting address on ‘Controlling Factors 
in the Exercise of Leadership’ by Col. 
Leonard P. Ayres of Cleveland, who was 
Chief Statistician, if I have his title right, 
of the War Department during the War, 
Chief Statistician of the Peace Com­
mission in Paris, and recently economical 
expert of the Dawes’ Commission, now 
Vice-President, I believe, of the Cleve­
land Trust Company.
“He gave some interesting analyses of 
qualities of leadership possessed by 
President Wilson, by Secretary Baker, 
Herbert Hoover, General March, General 
Pershing, Charles M. Schwab, and 
others.
“You may be interested in his state­
ment of the factors of leadership pos­
sessed in common by all of these in­
dividuals. He named four:
First —Knowledge of the particular 
field in which the leader 
was active.
Second—Courage 
Third —Activity
Fourth—A quality for which our 
language possesses no single 
word, but which is called 
in Spanish by name, ‘The 
Gift of People.’
“He defined this last quality as the 
ability to influence the action of others 
—talent for human relationships—social 
skill; and stated that it was fundamen­
tally necessary, in his opinion, to see 
things from the point of view of others, 
and to bring others to the leader’s point 
of view.
“He stated that the exercise of this 
last quality largely depended on the 
ability to speak and to write, ability to 
express one’s thoughts in clear language.”
Pace Student
